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Developing a Unified Intercarrier
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Comments of the
Reqgulatory Commission of Alaska

The Regulatory Commission of Alaska (RCA) welcomes the
opportunity to respond to the Notice of Proposed Rulemaking (NPRM)
released by the Federal Communications Commission (FCC) on April 27,
2001, in CC Docket No. 01-92. (See FCC 01-132). In the NPRM, the FCC
sought comments on whether and how to replace the existing variety of inter-
carrier compensation methods with a unified approach, including whether to

adopt one of two “Bill and Keep” proposals.

Summary
We believe the FCC should not further consider either Bill and
Keep proposal without an understanding of the impacts both proposals will
have on the universal service fund, jurisdictional separations, and intrastate
consumers. If implemented, a Bill and Keep system would likely raise rates in
rural Alaska to excessive and unreasonable levels. Alaska’s state universal
service fund would be unable to provide the funding necessary to ensure

affordable rates. Changes to compensation mechanisms could also affect
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our past decisions lifting the rural exemption in areas of Alaska. Given the
potential negative impact on state consumers, we cannot support the FCC’s
proposals and recommend that Bill and Keep mechanisms be referred to the
Universal Service and Separations Joint Boards. We also strongly oppose
proposals to preempt state control over intrastate interconnection policies and

rates.

1. Implementing a Bill and Keep Proposal Will Likely Lead to Excessive
Rate Increases In Alaska.

Table 3 provides our best estimate of the effects of Bill and
Keep on Alaskan consumers if the method is applied to state and interstate
access systems. Our data suggest that if applied to interstate access, Bill
and Keep would increase end-user rates by over $20 per month for about a
third of our rural companies, with some users having rate increases in the $35
to $60 per month range. If applied to state access, Bill and Keep could lead
to an additional increase of over $10 to $59 per month for most rural
companies in Alaska. Collectively, these increases reach overwhelming
levels, with over a third of rural Alaskan companies facing rate increases in
the $35 to $100 per line per month range. These increases would be in

addition to the customer’s local service charges.

2. The state’s universal service fund is incapable of absorbing the Bill
and Keep increases. Alaskans would drop off the network, finding the
rate increases unaffordable.

The poverty rate for Alaskan Natives was 25.9% in 1999."

Many of our rural areas cannot afford the level of rate increases we estimate

' US Census Bureau, 1999 data, Poverty in the United States, Page
14, Issued 9/2000.
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will occur under Bill and Keep, and we project that a loss in subscribership will
likely result. If drastic subscribership losses occur, it could affect the financial

viability of the carrier providing service.

Alaska’s ability to support an increased end-user charge
through our intrastate universal service fund is limited given our small
population base (about 500,000 access lines statewide) and high poverty
levels in many rural areas. It would not be feasible to make up the difference
with a state based universal service fund because the remaining population

would not be able to support it.?

Given the potential effect on Alaska, we cannot support an

interstate Bill and Keep system.

3. Bill and Keep Should Not Be Implemented Absent Consideration of
Effects on Universal Service by the Universal Service Joint Board.

As previously shown, the proposed Bill and Keep systems could
easily lead to excessive end-user rate increases for Alaska. We expect other
high-cost states will report similar results. The FCC has not addressed how
rates can be comparable between urban and rural areas and between states

when Bill and Keep may eliminate the major benefits of NECA pooling® and

> We estimate that the state universal service fund would need to
increase by about $22 M in order to ensure that any state and federal end-
user access fees collectively were no higher than $10 per line per month.
The $10 figure was chosen to illustrate our concern and does not indicate that
we believe a $10 increase would necessarily be affordable.

° Alaska is a high cost state and many local companies in Alaska
benefit from the pooling mechanisms under the National Exchange Carriers
Association (NECA). It is unclear how or to what degree NECA pooling will
continue if access fees paid by carriers are for the most part converted to
end-user fees.
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will raise end-user fees in high cost rural areas. Under Bill and Keep, Alaska,
and possibly other states, would require significant increases in federal
universal service support to ensure the Universal Service goals of the Act
were met. The FCC must consider how best to adapt the Long Term
Support, CALLS and other high cost support mechanisms prior to conversion
to any new Bill and Keep environment. We therefore recommend that Bill and

Keep issues be referred to the Universal Service Joint Board.

4. Bill and Keep Should Not Be Implemented Absent Consideration of
Jurisdictional Effects by the Separations Joint Board.

We believe that the material changes contemplated by Bill and
Keep should not occur without a clear understanding of whether those
changes are consistent with the existing assignment of costs to the
jurisdictions through the separations process. In the NPRM, the FCC
indicated that a Bill and Keep system might provide a demarcation point
between networks so that regulators need not allocate costs.* This suggests
that the current sharing of costs between the state and federal jurisdiction
might for all practical purposes be eliminated, as costs will be assigned fully
to either the state or the federal jurisdiction. Section 47 U.S.C.A. § 410(c)
requires the FCC to “refer any proceeding regarding the jurisdictional
separation of common carrier property and expenses between interstate and

intrastate operations” to a Federal-State Joint Board.

Participation by the Separations Joint Board will allow the FCC

to evaluate whether it is more reasonable to achieve it goals through a

“NPRM at p. 34.

Comments of the Regulatory Commission Page 4 of 9
of Alaska
August 21, 2001 CC Docket No. 01-92



change in jurisdictional cost assignment rather then through a change in
access rate design policy. The issues raised in the NPRM are also closely
related to jurisdictional allocation issues now before the Separations Joint

Board as it continues its review of the next generation separations policy.

The FCC is essentially proposing to change the dividing line
between costs recovered through traditional interstate per minute rates and
those recovered as part of the local bill. As we understand Bill and Keep, the
local customer would be forced to pay interstate end-user fees. Failure to pay
the interstate fee would likely lead to disconnection of local service. For all
practical purposes, the Bill and Keep proposals are therefore changing the
cost and concept of what is basic local service. To the extent that the FCC
affects a shift in costs to local rate payers, it further supports involvement by

the Separations Joint Board.

Changing who pays for costs has the potential to affect end-
user rates, incentives for infrastructure investment, customer penetration
levels, universal service funding needs, and virtually every major cost-
recovery policy affecting state and federal rate payers. States have a
significant interest in ensuring that federal cost allocation changes do not

disrupt state networks, policies, and economic and social objectives.

We therefore request that no Bill and Keep system be
implemented absent coordination and referral to the Separations Joint Board

as well as the Universal Service Joint Board.
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5. Bill and Keep May Require Changes to the Lifeline Program.

We also note that depending on how a Bill and Keep system is
implemented, resulting increases in end-user rates might be recovered
through the Lifeline program. The Lifeline support per line however is limited
and in many cases would only cover a small portion of the rate increases
estimated to occur under Bill and Keep. In Alaska and in other states, most
people eligible for Lifeline fail to subscribe to the program. For these reasons,
we request that Bill and Keep not be adopted until after the Universal Service
Joint Board completes its review of the Lifeline/LinkUp program and
appropriate changes are implemented. The potential need for adjustment to
the Lifeline system is further reason to coordinate and refer actions with the

Universal Service Joint Board.

6. The FCC Should Not Preempt State Control Over Inter-Carrier
Compensation Mechanisms. Preemption Could Compromise Past
Decisions Concerning Rural Exemption.

We are currently evaluating whether to adjust our state access
charge system to include a state Subscriber Line Charge (SLC).> Given the
magnitude of a potential state SLC, the possible disparity in effects between
rural and urban areas, as well as other issues, we continue to carefully
consider whether a state SLC is in the best interest of Alaska and whether
any negative effects can be alleviated by careful adjustment to our state
universal service fund. We believe we are in a better position to make these
policy decisions than the FCC because of the importance of knowledge about

local markets to making a decision that has minimal negative impacts. We

> See RCA Docket R-01-01, entitled In the Matter of the Consideration
of Reform of Intrastate Interexchange Access Charge Rules.

Comments of the Regulatory Commission Page 6 of 9
of Alaska
August 21, 2001 CC Docket No. 01-92



therefore strongly oppose FCC preemption of state control over intrastate

access policies.

The FCC may also preempt state control over intrastate local
carrier interconnection agreements, moving them to a Bill and Keep
arrangement. We oppose preemption of our control in this area. Our
proximity to the issues and knowledge of Alaska conditions allow us to make
informed decisions concerning the numerous carrier interconnection

agreements and disputes that regularly arise in our local competitive markets.

Forcing Alaskan intrastate interconnection agreements to
comply with a national Bill and Keep policy will change cost recovery
mechanisms and effective rates for our rural carriers. While we have not
evaluated the effect, we raise the issue of whether changing to a federal Bill
and Keep system will compromise our past decisions to lift the rural
exemption in areas of Alaska. The resulting Bill and Keep rates may lead to
inadequate universal service funding, customer drop off or unfair assignment
to the incumbent of some or all of the costs incurred to ensure interconnection

with a competitor.®

In summary, if the FCC implements either of the noticed Bill and
Keep systems, it will be difficult to determine how best to reform our state
access charge system and to regulate Alaska local inter-carrier compensation

mechanisms to protect the public interest, ensure appropriate carrier cost

® Such cost assignment could incur if there were a traffic or similar
imbalance between the incumbent and competitor.
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recovery, and promote competitive neutrality. We are familiar with Alaska
and have the expertise to make these decisions. The FCC should not

preempt us in this area.

7. The FCC should not adopt a proposal that shifts carrier costs to the
end-user without also requiring the carriers to reduce their rates in
compensation.

Either Bill and Keep proposal, if applied to interstate access
services, would shift to end users the responsibility to pay a substantial
portion of the access fees currently paid by long distance companies. Long
distance companies would therefore see reduced expenses. However, there
does not appear to be a requirement that long distance companies reduce

their rates to pass their Bill and Keep related savings to their customers.

Long distance companies should not be given the benefit of
reduced access fees absent a requirement to pass on the savings to their
customers. If it is true that competition will naturally lead to rate reductions,

then carriers should have no reservations concerning such a requirement.

If long distance companies fail to pass on their savings, then a
Bill and Keep system applied to access would likely be contrary to the public
interest as rates would increase without a commensurate increase in quality

or availability of service.
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Conclusion

We believe that an interstate Bill and Keep program could be
detrimental to Alaska, with monthly rate increases of over $50 in many rural
areas. The FCC should refer Bill and Keep issues to the Joint Boards so that
the effect on states can be carefully considered. The FCC should not
preempt the ability of states to review and regulate interconnection
agreements and access arrangements. As has occurred in the past, states
will likely mirror federal policies that are in the best interest of state
consumers and no preemption is necessary. If Bill and Keep is implemented,
interexchange carriers should be required to pass on their savings to their

customers.

RESPECTFULLY SUBMITTED this 21st day of August, 2001.

Is/
G. Nanette Thompson, Chair
Regulatory Commission of Alaska
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